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NOTE. 


In these post-war years all accepted political doctrines 
are undergoing challenge, and a vast number of intelli¬ 
gent people have lost the anchorage of political principle, 
and are drifting in bewilderment on a sea of conflicting 
ideas. 

The pamphlets of which this is one are designed as a 
contribution towards clarifying this confusion. They 
are issued under the auspices of the Council of the 
Liberal Summer Schools. But they are not intended 
to preach a rigid party orthodoxy. Their aim is 
constructive study and enquiry rather than dogmatic 
assertion or acrid denunciation. Some of the writers 
are not even professed adherents of the Liberal party. 
But all have been invited to write because they have given 
special study to the subjects with which they have to deal. 
And all are united by two beliefs: the first, a deep 
dissatisfaction with many aspects of the existing order, 
at home and abroad ; the second, a conviction that these 
evils cannot be cured by the glib repetition of sweeping 
formulcB, or by violence or class-conflict, or by mere 
destruction, but only by hard thinking and good will. 
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I. 

THE PRESENT POSITION OF PBOPERTT. 

P OLITICAL controversy in this country, so far as 
it is rational, turns mainly on definite, concrete 
proposals. Abstract discussions of fundamental 
institutions have httle influence on pohtical practice, 
because the average voter and the average adminis¬ 
trator make up their minds on principles only 
when some pressing, immediate problem compels 
them to. Yet the fundamental institutions are 
changing all the time. Every new statute modifies 
them in one direction or another; and we can 
perceive the direction and control the modifications 
only if we put ourselves to the trouble of stud3nng 
them. 

Of the fimdamental economic institutions, private 
property and freedom of enterprise, this is particu¬ 
larly true. We tend to take them for granted, and 
assume that our ideas on them are clear; yet every 
decade sees some important change in them, without 
any corresponding modification of our notions. It 
is not a century ago since property in human beings 
became illegal imder the British Crown ; a longer 
period has elapsed, but still only a short period in the 
life of a nation, since married women became legally 
capable of holding property. In the scope and 
content of the right of property the last century has 
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brought extensive changes. In the following pages 
it is proposed to examine the most significant of 
these, and to discuss the political problem to which 
it has given rise. 

The Main Facts About Property. 

The main facts about property in this country 
are revealed by the returns made for the purposes 
of Estate Duty. All estates of £100 value are liable 
to the Duty; and, although this hmit excludes a 
certain amount of small property, and there is 
doubtless some under-valuation and other evasion 
above the hmit, the returns give us a representative 
picture of the way property is distributed and the 
forms that it takes. 

The last return is for the year ending March 31, 
1921. In that year 97,4od estates, with an aggregate 
gross value of ^431,000,000, were returned for Estate 
Duty purposes. Of these 92,000, or 94I per cent., 
under £10,000, accounted for rather less than a third 
of the aggregate; 5,000, or 5 per cent., between 
£10,000 and £80,000, accoimted for rather more than 
a third of the aggregate; and 480, or J per cent., 
over £80,000, accounted for the remaining third. 
Of the £431,000,000, Government, Municipal, and 
Joint Stock securities represented 44.8 per cent., 
house property and business premises 15.8 per cent., 
and land 8.6 per cent. 

Stock Exchange securities were the largest 
element in all estates of more than £5,000 ; house 
property and business premises in estates between 
£100 net and £5,000, and cash in the small estates 
of less than £500 gross value. 

The return brings out clearly two important facts, 
the inequality of distribution of property, and the 
preponderance of Stock Exchange securities among 
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the different forms of property. This inequality 
enhances, and in part accounts for, the inequality 
of incomes which is the chief cause of social imrest 
and the chief cause of waste in the modem economic 
system. 

The degree of inequahty is not brought out if we 
consider only the estates that paid duty. The 
number of deaths in 1920 was 600,000, so that five- 
sixths of the population may be presmned to have 
less than £100 property each, or, if we ignore persons 
imder twenty, three-quarters. 

Changes in the Form of Property. 

The preponderance of Stock Exchange securities 
among property forms is a recent development. 
A hmidred years ago the distribution of property 
was very different. Small agriculture was, both 
absolutely and relatively, much more important 
than it has become since, carrying with it a much 
wider distribution of capital. Small ownership of 
land also had not yet been restricted to the relatively 
small numbers that distinguish Great Britain from 
every other coimtry in the world. Land as a form 
of property was much more important than Stock 
Exchange securities; of these. Government Debt 
was much the most important. Industry, commerce, 
finance and transport were all on a much smaller 
scale. In the aggregate they were more important 
than land, but the ownership of the capital employed 
was much more widely distributed. Little masters 
in industry, small merchants and shopkeepers in 
commerce, carters in transport, private family banks 
in finance, all implied a wide distribution of the 
ownership of capital. And this wide distribution 
was connected with and due to, not only the smaller 
scale of the enterprises, but the different method 
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of conducting them ; joint stock was confined to a 
relatively small number of statutory corporations 
and public utility undertakings, the great bulk of % 
businesses were conducted personally by their 
owners. 

The common notion of property is that it is an 
exclusive right to the use and control of a material 
thing. So it was a century ago; but it is so no 
longer in its most important categories. The large 
owners of to-day can no longer display their pro¬ 
perty by pointing to this thing and that thing and 
saying " This is mine " ; the only material evidence 
of their rights is a scrap of paper, entithng them to 
certain payments. Their rights to these payments 
are more absolute and unconditional than the pro¬ 
perty rights of a century ago; ownership does not 
necessarily involve any supervisory or administrative 
responsibilities; but the rights are restricted to the 
money payment. The owner of £ioo,ooo ordinary 
stock of the L.M.S. Railway cannot point to any 
section of the hne that is his, require a train to stop 
at a station at which it is not scheduled to stop, or 
interfere with the administration of the company. 

The holder of War Loan cannot even indicate the 
plant or machinery that yields him his income; 
hjs security is the wealth of the coimtry as a whole 
and the Government’s constitutional right to tax 
that wealth to pay him his dividends. 

Separation between Ownership and Use. 

The cause of the change is the growth of large 
scale industry and the increasing comphcation of 
commercial relations. The old association between 
the ownership and use of wealth became impossible 
when wealth began to take the form of modem 
machinery, ships and railways, and commerce 
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extended from the movement of luxuries in small 
quantities to the exchange of necessaries in vast 
amounts between different continents. Legal devices 
for separating the ownership from the use and 
administration of capital became necessary, and 
reluctantly, and without any consciousness of the 
developments it was assisting. Parliament sanctioned 
joint stock companies with hmited habihty. 

This separation of the ownership and use of wealth 
is not, of course, confined to the last hundred years. 
Interests were charged upon landed estates, and, 
at an earher period, wardships and marriage and 
other feudal incidents were just as “ abstract" and 
“ fimctionless ’’ forms of property as modem joint- 
stock securities. But recently this separation has 
grown, and, as it grew, has revolutionised the legal 
aspect of property. Property originally was the 
legal right to the use of a thing, a right exercised 
by the owner; then there developed a tendency to 
exchange this right for a money income charged on 
the thing, and to relinquish the use of the thing itself 
to the person who undertook to pay the money 
income ; latterly property has taken more and more 
the form of a bare right to money payments, obtained, 
not by forgoing the use of any particular concrete 
thing, but by transferring to the borrower the 
lender’s right to spend his unspent income, and 
secured, not by being charged on some particular 
thing which the borrower uses, but simply by the 
borrower’s undertaking to pay. 

With this separation it has become possible to 
disentangle the different interests in any object of 
property. Just as the worker no longer makes 
a thing, which is the reward of his labour when it is 
made, but contributes his labour to an unending 
productive process in return for a money payment 

a2 
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settled beforehand, so the capitalist hands over 
his capital in return for a share in the financial 
proceeds of a business in which he may take no 
active part. Less than half the property returned 
for Estate Duty purposes consists of tangible posses¬ 
sions, more than half consists of contractual rights 
to money payments. 

Advantages ol this Separation. 

This disentangling of the different interests in 
material capital, and the easy transferabihty of 
rights to income which it makes possible, are at 
once a necessity to the social organisation of modem 
industry and a convenience to the individual pro¬ 
perty-owner. They are the source of the elasticity 
and adaptabihty of modem industry, that makes it 
possible to apply capital wherever exceptional natural 
resources, exceptional managerial ability or an 
exceptional economic need offer remunerative employ¬ 
ment for capital. It facilitates the social regu¬ 
lation of industry by legislation and trade union 
action. It enables the individual owner to spread 
his risks, to participate in the profits of enterprises 
which he could never have undertaken himself, and 
to anticipate or postpone, as suits him best, any 
income to which he is entitled. But, if convenient, 
it is an arrangement of doubtful stability; the 
property-owner, who considers the present status of 
property, has good reason to be nervous.. 

Instability ol Property. 

In the first place, owing to this change, property 
has lost the obvious prima-facie justification that 
attaches to tools in the possession of their user, land 
in the occupation of peasant proprietors, houses 
and furniture in the possession of their users ; it 
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may be doubted whether respect for property-rights, 
derived from a time when these were the typical 
forms of property, will indefinitely afford a support for 
the security of property rights of a very different order. 

In the second place, property rights based entirely 
on contract, unsupported by the actual possession 
of any material object, are liable to insidious attacks 
by the very authority by which they are created 
and maintained. The State makes them possible 
by its legislation and upholds them by its police 
power; but by its legislation it is constantly modify¬ 
ing the content of property rights, and by its financial 
poUcy it is constantly altering their value. The 
Russian delegates at Genoa pointed out that, in 
extinguishing property-rights without compensation, 
the revolutionary government could cite the pre¬ 
cedent of the United States of America, which first 
extinguished property right in slaves, and, more 
recently, destroyed the value of property in breweries 
and distilleries, without any compensation ; they 
might have pointed out that all the belligerent 
powers, by their inflationary policy, had at least 
halved, and in some cases extinguished, the value 
of their leading gilt-edged securities, without com¬ 
pensation and almost without comment. 

In the third place, property must be unstable so 
long as it is so imevenly distributed. The ideal of 
democratic equality may still be the ideal of a 
minority, but it is a growing minority, and the 
existing distribution of property is the most glaring 
denial of it. Whatever social justification the 
institution of property may possess—that it has a 
great potential value I shall try to show in a moment— 
the munber of citizens who have actual experience 
of its benefits is too few to ensure the general apprecia¬ 
tion that is necessary to stability. 
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Snmmary. 

To sum up, property in the last century has changed 
its form and be^me concentrated in fewer hands. 
The growing inequahty of distribution has come 
about in an age which was becoming less and less 
tolerant of social inequahty; the change of form, 
with its separation of ownership from use or control, 
has made it possible to substitute some form of 
pubhc control for private control, and perhaps a 
quarter of the country’s wealth is now so pubhcly 
controlled. 

% 

n. 

THE SOCIAL PURPOSE OF PROPERTY. 

The question arises, is private property in its new 
form worth preserving ? Is there any social purpose, 
that a democratic society can approve, which the 
institution in its new form serves ? The democrats 
of the Sociahst parties answer the question in the 
negative, and refuse to believe in the democratic 
professions of those who answer it in the affirmative. 
Some consideration of the various theories of pro¬ 
perty—the explanations that have been offered 
of the fact that the institution of property does exist 
and is maintained—is necessary before we can 
decide. 

Theories of Property. 

The first, and still perhaps the commonest, theory 
of property is the view that it is a “ Natural Right.” 
“ Natural ” is a question-begging epithet that saves 
a lot of thinking; but what this really amounts to 
is that the institution of property responds to some¬ 
thing so fundamental in human nature that any 
denial or disturbance of property rights would auto¬ 
matically set up reactions leading to their restoration. 
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The recent Russian experiment, which began with 
the complete abohtion of all private property, and 
ended with the biggest extension of private property, 
by the recognition of the peasants’ right to the land 
they had seized, that has ever been made at one 
time, is some justification of the theory; but the 
theory is an assertion of the importance of the 
property right rather than an explanation of its 
origin and persistence. 

The “ Natural Right " theory merges into, and 
is commonly confused with, what we may call the 
“ incentive" theory. According to this, property 
rights are necessary to induce people to work, to use 
wealth economically, and, by saving, to accumulate 
capital. It was appropriate enough in an age of 
peasant proprietors, little master craftsmen, and 
small scale dealers ; it is insufficient as a justification 
of property of the kind that has emerged in the last 
century, in which use and ownership are widely 
separated, and property rights are largely acquired, 
not by personal effort and sacrifice, but by inherit¬ 
ance. Ownership as an incentive to work and save 
and use economically is an element in the explanation 
of property, but not a complete theory. 

A theory that does apply to the modem forms of 
property is that which T. H. Green and Bosanquet 
put forward. The explanation of the property right, 
as of other rights, is that it is necessary for moral 
freedom in society: 

. . . " in order to express a will in an individual life (which 
is incomplete except as the life of a household), there must be 
a power of moulding the material world in the service of ideas, 
which is conditioned by free acquisition and utilisation. 
The institution of property, then, as an ethical idea, consists 
in the conception of individual . . . life as a . . .in 

respect to its dealings with the material instruments of living. 
It is not merely the idea of provision for the future ; still lees 
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the certainty of satisfying wants as they arise from day to 
day. It is the idea that all dealings with the material con¬ 
ditions of life form part of a connected system, in which our 
conceptions and our abiUties express themselves. It binds 
together the necessary care for food and clothing with ideas 
of making the most of our life and of the lives dependent 
upon us. A being which has no will has so far no property— 
a child has in practice, and a slave had by Roman law, 
property in a secondary sense—and a being which has no 
property has so far no actual will.” (•) 

The same explanation of property is implied in a 
current phrase of popular speech. We speak of a 
man who has property enough to be able to live 
on the income it yields without working as being 
“ independent." No one is actually independent 
in the modem world ; the richest of us is the most 
dependent on the economic organisation for a money 
income, and for the supply of goods to spend it on. 
But the person with “ independent means " has a 
wider scope of choice, an opportunity of continuous 
initiative, a freedom, and therefore a responsibihty, 
in his economic relations, that the man who has to 
work for his living lacks. 

Property and Independence. 

The justification of property, if it can be justified, 
is 40 be foimd in the fact that it affords a basis of 
personal independence in a society the economic 
and political organisation of which tends to crush 
personal independence. 

Consider the present system of wealth production. 
The most obvious characteristic of it is its organic 
character; every part is dependent on the whole. 
Every person in industry is specialised to a particular 
service, and dependent for the opportimity of render¬ 
ing that service, and so acquiring a Uvehhood by 


(•) Philosophical Theory of the State, p, 303. 
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it, on fitting himself into industry. The individual's 
problem is no longer work, but employment, because 
isolated work is not possible in modem industry; 
to use the hackneyed but accurate simile, no in- 
dividucd is more than a cog, or at most a cog-wheel, 
in a machine which no individual controls, and his 
income as a worker depends on the cogs, of which 
he is one, engaging with the other cogs of the machine. 
This dependence of the individual on the organisation 
is most complete in the case of the wage-earner or 
salaried worker, 2uid is seen most clearly when he is 
out of work; but the professional man, the great 
merchant and the large employer, considered as 
workers, are equally dependent on the organisation. 
Their income depends on their finding a buyer for 
the services they have to sell; to themselves, if they 
cannot sell it, their knowledge or ability is of no 
value. And the amount of their income, their 
economic position, depends on the bargains they 
can make—on the price they get for their services 
and the prices they have to pay for the goods they 
consume. Every one is in his place in the chain of 
prices, his economic fate dependent on the two sets 
of prices, those he pays for the goods he needs and 
those he receives for the services he renders. 

Capitalism or Industrialism P 

This dependence is commonly represented as a 
dependence on capital, and, since capital is necessary 
to the working of the productive system, that 
dependence is a fact; but the dependence on the 
organisation is an independent and more truly fimda- 
mental fact. The worker is dependent on capital 
because the use of capital is involved in the productive 
system ; his dependence on the organisation will 
persist so long as the present technical organisation 
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of production persists ; it will not be affected in 
itself by any change in the ownership of the capital. 
Hence the complete dependence of the propertyless 
wage-earner on the organisation, on “ employment,” 
to use the common expression, remains through all 
the changes in the ownership of capital of which we 
have experience. It makes no difference to the 
munition worker, qua worker, whether he is dis¬ 
charged by Woolwich Arsenal or Messrs. Vickers at 
Barrow; in either case his income ceases, because 
his special skill is worthless outside the organisation. 
Strikes occur in the Consumers’ Co-operative Move¬ 
ment and in Municipal Trading undertakings, as 
they do in private employment, and for the same 
reason ; the worker’s economic position, qua worker, 
being dependent entirely on the price and terms 
which he can get for his special skill in the organisa¬ 
tion to which that skill is adapted, he finds himself 
in conflict with the persons who control that organisa¬ 
tion, and, failing to come to terms amicably, stops 
the organisation functioning in order to get his way. 
Associations of workers for the undertaking of collec¬ 
tive contracts, hke the ill-fated Building Guilds, 
disguise their dependence under a change of form 
without affecting the substance; if their work is 
wanted, and they can offer it on terms that the 
persons wanting it can afford, their incomes are 
secure ; if not, they are unemployed equally as much 
as the private builder’s men. 

The Concentration ol Directive Anthority 

Now, one of the most marked features of this 
productive organisation, a feature first insisted on by 
the great sociahst writers hke Marx, is the tendency 
towards a concentration of directive authority in 
fewer and fewer hands. This concentration is due 
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simply to the technological and administrative 
principles on which the system is based. It is quite 
independent of the concentration of the ownership of 
capital with which it is nearly always confused. 
The General Manager of the L.M.S.R. controls and 
directs an organisation on which over 300,000 work¬ 
people depend for a Uvehhood, not because he owns 
the capital—he doesn’t—but because the develop¬ 
ment of the railway system has created his great 
office. It makes no difference to the scope and 
content of his powers, since they arise from the 
nature of the organisation he directs, whether the 
railway is owned by a single capitalist, hke the 
Hampton Roads railway in Virginia, by some scores 
of thousands of investors (as the L.M.S.R. actually is), 
or by the State. 

SyndicaUsm is a reaction against this concentration 
of the responsible, directive work in modem industry ; 
that is its significance. It has expressed itself in a 
variety of experiments in the way of devolution and 
decentralisation. These should be persisted in, just 
because they nm counter to the trend of modem 
industry. But the trend has hitherto been too 
strong for them. So strong is the trend that no 
mere constitutional arrangement, which gives 
workers a vote at some stage in the control of their 
industries, is going to be effective. The workers can, 
and do, participate in the regulation, in the framing 
of the general conditions, under which industries 
are carried on ; but no development on these lines 
admits them to a share in the direction, the actual 
administrative control, of the industry. 

The basis of this concentration is technological. 
It is due to the advantages of large-scale enterprise, 
which, in its turn, is economical only if its wide¬ 
spread activities are co-ordinated and knit together 
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by centralised direction. The technique of industrial 
administration—modem account-keeping, planning 
and designing departments, etc.—^makes the tendency 
economical. And the ever-widening range of com¬ 
mercial exchanges (when not interrupted by wars) 
exercises a steady pressure towards larger and larger 
scale. 

The tendency is shown in democratically governed, 
as well as in privately administered enterprises. 
The Civil Servant has a greater control over the 
people affected by his work, and a wider discretion, 
than his predecessor of fifty years ago ; just because 
social development has brought more within the 
scope of his job and created the need for his dis¬ 
cretionary action. The trade union secretary has 
a bigger function, affecting more members, and 
requiring greater freedom of action on his part, just 
because unions must be bigger to do their work, 
and the day-to-day decisions that have to be taken 
cannot wait on the ascertainment by a slow and 
lengthy democratic procedure of the individual mem¬ 
ber’s will. The Co-operative Movement shows the 
tendency to concentration in a very marked degree; 
societies are bigger and do a larger and more varied 
trade; hence the responsibilities and powers of 
directors and managers are bigger. Municipal trad¬ 
ing and the administration of statutory authorities 
have afforded some of the most glaring instances of 
autocratic behaviour on the part of administrative 
heads. 

We may sum up this tendency by saying that the 
technological development of industry has created 
a new order of social authority ; this authority arises 
from, and depends on, the productive organisation ; 
it is, therefore, independent of the varying arrange¬ 
ments that may be made about the ownership of 
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the capital in the enterprise—another resnlt of the 
separation of the ownership and the use of capital. 
In consequence the propertyless worker, whether 
unskilled labourer, responsible organiser, or scientific 
expert, is ever more and more dependent on fitting 
himself into an organisation which is directed by 
ever fewer and fewer individuals. 

Summary. 

Property, then, has a social purpose, a purpose 
that the democrat may approve ; it is the traditional 
basis of personal independence in a society, the 
economic organisation of which (and the politica 
organisation also, though we have not time to 
elaborate this) tends to subordinate the individual 
to the organisation ; or, to put it more concretely, 
to subordinate the many to the few who direct the 
organisation. But it fulfils this purpose only for the 
small minority who possess property, for the 8 per 
cent., say, who possess as much as £1,000. Personal 
independence, the power to hold out for fair terms 
of employment, the reality of choice and personal 
responsibility for choice, are objects that in any 
democratic organisation of industry we should hold 
before us; but we should seek some other method 
of attaining them if our present inequality of dis¬ 
tribution is inevitable. Whether this is so, we have 
now to consider; but, before we come to this, 
there is one further aspect to be noted of the 
position of property in our social organisation. 

Property and State Action. 

The maintenance of private property and the 
extension of State action in the economic sphere 
are not exclusive alternatives. On the con¬ 
trary, the need for the wide diffusion of property 
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and the need for a continued extension of State 
action are mutually complementary, and arise from 
the same technological developments in industry. 
We have seen that it is the growing comphcation of 
economic relations and the growing dependence of 
the individual on the productive organisation that 
make the possession of a reserve of property for 
most people an essential condition of any real 
freedom and independence. It is the same com¬ 
phcation and concentration of industry that explains 
the changes in the relation of Government and 
industry since 1833, and calls for a further extension 
of the regulative and the administrative action of 
the State in industry. More State enterprise is 
needed, not less, because there are many social needs 
that can be met, and social acti\'ities that can be 
organised, only by communal provision. More 
industrial legislation is needed, not less, because 
social relations are becoming more complex, and 
require more laws to keep them orderly, and because 
there are still cases of exploitation of the weak 
which legislation could prevent. There is even a case 
for more taxation, not less, because current expendi¬ 
ture by the rich on luxuries is much greater than the 
post-war world can afford, and taxation for debt 
repayment might check it. 

But the maintenance of the present right of pro¬ 
perty and a wide diffusion of its enjoyment is needed 
as well, to provide a check on bureaucracy, to enable 
the wage-earner and salaried worker to bargain on 
equal terms with the large-scale employer, whether 
that employer be pubhc or private, to facihtate 
voluntary co-operative movement. State action 
supplements the economic organisation based on 
property ; the social problem of property is the 
problem of diffusion. 
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m. 

THE INEQUALITT OF PROPERTY. 

Is the unequal distribution of property, then, 
inevitable ? Inequality of property is, in part, 
merely a reflection of inequahty of incomes. People 
with large incomes can save and so accumulate pro¬ 
perty. This inequahty of income, in turn, is in part 
a result of natur^ inequality, but much more of the 
inequahty of opportimity, which the existing economic 
inequahty involves, and the results of both natural and 
circumstantial inequahty are magnified by the large 
scale of modem economic enterprise. 

The inequahty of property is, however, much 
greater than the inequahty of income. Assuming, 
to be on the safe side, that all the persons of twenty 
years of age and upwards who died in 1920 and were 
exempt from Estate Duty, left £100 each, the dis¬ 
tribution of property, according to the sample given 
by the Estate Duty statistics, would be as follows :— 



Per Cent. 

Per Cent. 

Per Cent. 

Persons 

76| 

22 

li 

Aggregate Property 
(as Income) 

7 

30 

63 


This may be compared with Professor Bowley’s 
estimate of the distribution of income in the year 
1913, the latest year for which reliable income 
estimates can be framed :— 



Per Cent. 

Per Cent. 

Per Cent. 

Persons . 

73 

21 

5i 

Aggregate Income ... 

36i 

17 

47i 
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To put the difference in a more summary way, 
about 6 per cent, of the persons own half the income 
of the coimtry, but three-quarters of the property. 
And the inequahty of property, while it is greater 
than the inequahty of income, has even less economic 
justification. 

The Influence of Inheritance. 

The explanation is to be found in the right of 
inheritance. Personal quahties, exceptional ability 
or industry, do not survive their possessor; accu¬ 
mulations of wealth can be transmitted to descend¬ 
ants. Thus the effects of inequahty are cumulative ; 
the advantage gained by one generation of a family 
provides a start in the race for wealth in the next 
generation. And the change in the form of property 
that we have noted enhances this cumulative effect. 

Formerly, when ownership and use of capital were 
indissolubly associated, the intrinsic difficulty of 
administering and holding together an estate in¬ 
creased disproportionately as the estate increased, 
and the fact that the descendants of the exceptional 
person who created the family fortune rarely inherited 
his exceptional abihty was a constant influence 
making for the disposal of large accumulations. 
This influence was counteracted by the practice 
of converting large fortunes into land, and tying up 
landed estates by strict settlements ; but the strictest 
settlement could not protect an estate from the 
incompetence and folly of the heir who would have 
to administer it. To-day we have changed all that. 
By the separation of ownership and use, and the 
vesting of ownership in gilt-edged securities, groimd- 
rents, and the like, administered perhaps by con¬ 
servative investment trusts, we have made it possible 
for an heir to draw the income of his estate without 
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taking any part whatever in the administration of 
the capital which it represents. Hence the snowball 
accumulation of large fortunes is not hable to be 
checked by the thawing influence of incompetence, 
relative or absolute, in the heir. 

Economic Grounds for Inequality. 

Now the inequahty due to inheritance must be 
sharply distinguished from the inequality that results 
from differences in the natural capacity and industry 
of each generation. The latter has some economic 
justification ; large rewards are possibly needed to 
induce people to make the effort and sustain the 
anxieties which modem industry requires in its 
higher direction, and society probably gets more 
out of a Henry Ford than it pays him. From this 
point of view the Estate Duty figures are a httle mis¬ 
leading. They suggest a greater separation of 
ownership and use of capital than has actually taken 
place; all joint stock securities may be owned by 
persons who take no part in the administration of 
the businesses, the capital of which they represent, 
but in practice not all are so owned ; in manufacturing 
industry, and merchanting in particular, a large part 
of the stock is held by the persons in active control— 
even in the case of businesses on the scale of the Ford 
Company. But this association is severed when 
the man who made the business dies. The property 
his heirs enjoy is not an incentive to effort on their 
part, but rather a discouragement. The economic 
grounds on which the right to accumulate property 
rests, therefore, afford no justification for the right 
to inherit property. 

Against this it may be urged that the right to 
bequeath, and so to provide for one’s offspring, is an 
important element in the inducements that lead great 
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entrepreneurs to perform their useful functions. This 
argument confuses two things. One is the desire 
to ensure economic security for one’s offspring, a 
legitimate ambition, but one that does not require 
the present imhmited right of bequest for its fulfil¬ 
ment. The other is the ambition to secure for one’s 
family the social distinction of belonging to the very 
limited class of the very rich. The ground of this 
distinction is the convention that the abihty to be 
idle and expend lavishly is evidence of superiority; 
if social conditions made such a method of dis¬ 
tinguishing oneself impossible, other conventions 
would take its place, just as during the war the efforts 
of profiteers to demonstrate how much they could 
spend were balanced by the efforts of other people 
to show how httle they could spend, socially a more 
desirable way of distinguishing oneself. In other 
words, the incentive which the power to “ found a 
family " at present offers is a desire for a sort of 
posthumous social distinction which could be satisfied 
in other, socially more desirable, ways. 

IV. 

THE BIGHT OF INHERITANCE. 

The way to attack the problem presented by the 
unequal distribution of property, then, is to limit 
the present imrestricted (or almost unrestricted) 
freedom of bequest. In principle there is nothing 
revolutionary in such a proposal; the right is of 
recent development, and it is f oimd in no other country 
in the unrestricted form in which we have it. The 
simplest form of restriction is an extension of the 
Estate Duties, as proposed by the Labour Party, or 
by the assumption at death by the State of all pro¬ 
perty, in exchange for annuities for the same term 
as an author’s cop}night lasts after his death, or 
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such longer term as may be thought, equitable. A 
more ingenious method is that proposed by the 
Italian philosopher, Eugenio Rignano. 

Restriction of Bequest. 

Rignano traces all the economic evils of modem 
society to the separation of labour from the instru¬ 
ment of production. His object is to restore these 
instruments to the possession of labour. Directly, 
this restoration is impossible, owing to the complexity 
of the modem productive system ; but indirectly, 
through the agency of the State and various co¬ 
operative and syndicahst organisations, it may be 
achieved. He differs, however, from most Socialists 
in recognising the stimulus to work and save that 
private property now affords, and the necessity of 
preserving this stimulus if the accumulation of capital 
is to proceed. 

He proposes, therefore, to leave the right of 
succession, but to restrict it to the bare limits neces¬ 
sary if it is to operate as an incentive to wealth pro¬ 
duction and capital accumulation. The restriction 
is to be imposed in the form of an inheritance tax, 
“ progressive in time." In other words, instead of 
making the tax progressive, hke the Enghsh Estate 
Duties, a higher rate of tax being levied on the larger 
estates, he would graduate the tax according to the 
distance the estate had passed from the person whose 
activity or saving first accumulated it. Thus, the 
tax might be 20 per cent, at the first transmission, 
40 per cent, at the second, 60 per cent, at the third, 
80 per cent, at the fourth, and 100 per cent, at the 
fifth ; this would mean that on an average all accumu¬ 
lations of wealth would pass to the State by the end 
of the third generation after that of the person who 
made them. 

‘*4 
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The obvious administrative objection to this 
proposal is the difficulty of distinguishing between 
the elements in a single fortime which are at different 
stages in their progress towards the national 
exchequer. Dr. Dalton, who has famiharised English 
readers with Rignano’s proposal, considers that they 
can be overcome, but, to lessen them, he proposes a 
modified and simphfied application of the principle. 
He would confine the scheme to differentiating 
between personally accumulated and inherited pro¬ 
perty ; these, he suggests, might be called Earned 
and Unearned Property, to correspond with the 
distinction between Earned and Unearned Income 
for purposes of Income Tax taxation. Estate Duty 
would be levied on both categories of property, but 
the scale of duty would be much higher on the 
Unearned than on the Earned Property, In addition, 
in order to make the tax effect a more rapid equalisa¬ 
tion of property, he proposes to add a succession 
or legacy tax, levied on the recipients of legacies, 
and graduated progressively according to the size 
of the legacy. 

There are obvious administrative difficulties, quite 
apart from the political difficulties involved, in giving 
effect to either of these schemes. They turn chiefly 
on the difficulty in preserving the distinction between 
“ earned " and “ inherited ” elements in an estate, 
and, in Rignano’s scheme, between property in its 
first, second, and subsequent hands. It would not 
be sufficient to register the money value of the 
original estate, because capital values vary with the 
state of business and the rate of interest; an estate 
consisting of a couple of tramp steamers might have 
been worth half a milhon in 1919, and almost nothing 
in 1922. A high exemption hmit to the taxes would 
simplify the problem, but not remove it. 
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To overcome this dif&culty Dr. Dalton makes the 
heroic proposal that the legal ownership of all 
inherited property should be vested in the Pubhc 
Trustee, who would then administer for the State’s 
benefit the portion taken in taxation, and administer 
for the equitable owner (the heir) the portion left 
to him, paying over to him merely the income. The 
device is almost too simple, and suggests certain 
doubts. 

Administrative Difficnlties. 

In the first place, the vesting of the proceeds of 
the tax in the Pubhc Trustee hardly seems a sufficient 
safeguard against the temptation to use these pro¬ 
ceeds to meet the current expenses of Government. 
The vesting in the Pubhc Trustee is advocated in 
part as a method of preventing the dissipation of 
capital accumulations by improvident heirs; the 
size of the national debts of the States of the world 
suggests that democratic governments are more, 
not less, improvident than the average of heirs. 

If the danger of dissipating capital accumulations, 
however, can be overcome by vesting them in the 
Pubhc Trustee, or in Boards of Pubhc Assets Com¬ 
missioners, another difficulty suggests itself. The 
Pubhc Trustee would presently feid himself in the 
position of the hero of Mr. WeUs’s early novel, “ When 
the Sleeper Wakes," who, having faUen into a 
cataleptic trance for several generations, was made 
their heir by a number of rich people, and woke up 
finally to find himself the owner of the whole world. 
Experience, as has been stated recently by Mr. 
Keynes, tends to show that efficiency in administra¬ 
tion of trustee securities is to be found in a number 
of investment trusts, each handhng about £10,000,000 
of securities, rather than in a few big trusts. The 
enormous accumulations which the proposed tax 
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would quickly commit to the management of the 
State would hardly be administered efBciently. 

A third objection hes in the economic effect of 
tying up in trustee securities all accumulations of 
capital except those made by men still hving. True, 
it would hamper the dissipation of them, but equally 
it would hamper the productive use of them. Economi¬ 
cally one of the most important services that capital 
renders is the opportunity it gives to its owner to 
experiment, to take risks, to undertake enterprises 
that will not bear fruit for a long time. The human 
interest that an owner takes in his property, where 
his property is not yet reduced to an abstract right 
to money payments, is also a loss to be deplor^; 
the upkeep of agricultural Icmd, the care of house 
property, the intensive supervision of machinery 
by people of a mechanical turn of mind, the attach¬ 
ment to a family business, are sources of wealth that 
a departmentddsed Public Trustee could hardly 
supply. 

If, however, as is probable, the heir to property 
sought to recover the full control of the capital value 
of his inheritance by assigning his income rights as 
security for a loan, the advantages of vesting the 
legal ownership of the estate in the Pubhc Trustee 
would be lost. Such assigning might be prohibited 
but the effect of such prohibition would probably be, 
not to prevent the practice, but only to comphcate 
it, just as the attempt to prohibit sales of land and 
the creation of subsidiary and contingent interests 
in land only succeeded in making English Land Law 
the most complicated branch of all the comphcated 
mystery of law. Lawyers would find ways of getting 
round the separation of the legal from the equitable 
ownership of estates, and inherited property of all 
kinds would presently acquire the characteristics 
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of an encumbered English landed estate before the 
reforms of the Victorian age. 

Extinction or Diffusion. 

These administrative difficulties would have to be 
considered in any attempt to act on Rignano’s or 
Dr. Dalton’s proposals; but they are not decisive. 
Dr. Dalton is justified in claiming that equal or 
greater administrative difficulties are successfully 
overcome in much existing legislation. The decisive 
question is whether we desire the progressive reduc¬ 
tion of the field of private property, which is the 
real end of these proposals. To accept them is to 
give up the attempt to diffuse property, and to place 
our reliance entirely on constitutional safeguards 
to secure personal liberty and independence against 
the pressure of modem industrialism. 

In the circumstances of post-war England, how¬ 
ever, the ultimate effect of the Rignano principle 
need hardly be considered. The National Debt is 
so great that there is no likehhood of the State 
accumulating assets as a result of taxation for some 
generations to come. Any surplus of revenue over 
current expenditure should go in repayment of debt. 
The difficulty will be to secure a surplus. From this 
point of view Chancellors of the Exchequer of aU 
pohtical complexions may welcome the Rignano 
principle, especially in the more practicable form 
into which Dr. Dalton has thrown it. By taxing 
inherited property at death at a higher rate than 
“ earned ” property, and by imposing a graduated 
tax on legacies, as well as on the value of the estate as 
a whole, the Death Duties might be made to yield 
more even than at present with less danger of checking 
the accumulation of capital. At the same time the 
tax would tend to lessen inequality, a principle 
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already embodied in our tax-system and capable of 
extension. 

Compulsory Division at Death. 

We have still to consider the possibility of securing 
the diffusion of property, and, in particular, of so 
restricting the right of bequest as to promote the 
diffusion instead of the concentration of property. 
In this aim, a neglected suggestion of John Stuart 
Mill’s is worth consideration. Standing on the 
watershed that divided the old economic order from 
the new. Mill was acutely aware both of the evils 
of the authoritarian order that had been swept away 
and of the dangers of imrestricted freedom of con¬ 
tract on a basis of absolute property rights that was 
being substituted. He proposed, out of respect for 
the “ incentive " argument, that a man should be 
free to bequeath his property, but that a hmit should 
be set on the amount that any one man might inherit. 
The end he had in view could be attained with more 
certainty and less administrative difficulty by a rather 
different regulation ; it might be made a condition 
of the right of bequest that the estate, after paying 
Death Duties, should be divided, and that the 
fractions into which it was divided should be smaller 
the bigger the value of the estate. The condition 
might be put in the form of a scale : Estates of 
£5,000 and under need not be divided; of estates 
of £5,000 to £10,000 as much as 60 per cent, might 
be left to one person, and then the percentage that 
might be left to any one person would diminish to 
perhaps 5 per cent, in the case of estates of a million 
and upwards. At present, when a miUionaire dies, 
his place is taken by another milhonaire ; the object 
of this type of proposal is to secure the dispersion of 
each generation’s accumulation at the end of the 
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generation, to enforce a continual redistribution of 
property, and to substitute a large number of small 
fortunes for a small number of large fortunes. The 
rate of change would be set by the scale adopted, 
and the steepness of the scale would depend on the 
strength of society’s desire for equahty. 

Mill found himself, in putting forward this proposal, 
faced with a difficulty he could not overcome. At 
that time his proposal would have involved the break¬ 
ing up of the unity of large industrial enterprises. 
Since his time the development of joint stock has 
removed the difi&culty. The separation of the 
ownership of capital from the administration of 
industry has made possible any division of the former 
without affecting the unity of the latter. 

Property and Equality. 

Mill’s proposal, so far as I know, failed entirely to 
secure consideration. No country or party has 
dehberately adopted a policy of equalising property. 
It is not that the principle of compulsory division 
at death is novel; it is weU-estabhshed in the practice 
of other coimtries, though not with the direct object 
of promoting equality. Nor are the administrative 
difficulties insuperable; most of them have already 
been faced and overcome in the administration of 
the Estate Duties; evasion by gifts inter vivos 
would promote rather than prevent the object of 
this reform. It would seem that the distinction 
between the effects of the property right as such 
and the effects of the inequality of its distribution 
has escaped pohticians. The defenders of property 
are, in the main, the defenders of inequality; the 
advocates of equahty have given up all hope of 
reforming property, and thrown in their lot with the 
authoritarian reformers who seek to abohsh it. 
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A generation ago Matthew Arnold exhorted English 
people to “ choose equality and abjure greed.” 
More recently Mr. and Mrs. Webb have revived 
this precept, and the need of the advice is as great 
as in his time. What progress has been made in 
the interval has been due mainly to progressive 
taxation, the motive of which was almost purely 
fiscal, and the undiscriminating outcry from the 
richer classes against the pressure of this taxation 
to-day seems to indicate a determination to choose 
greed and abjure any thought of equality. Yet the 
organic, highly centralised productive system that 
is developing makes greater economic equahty 
essential if the hberty that its productiveness 
promises is to be realised. 

The diffusion of property is the most conservative 
way of securing this greater equality that suggests 
itself, and the regulation of inheritance is only one 
element in a general policy of promoting the diffusion 
of property. In the face of the characteristic in¬ 
equalities of modem industry democratic reformers 
have concentrated on extending the scope and activi¬ 
ties of the State. But existing States are not such 
perfect expressions of the people’s will that we should 
wish to put all our eggs into that particular basket. 
The extension of the State’s economic activities is 
necessary and will continue ; the dangers it involves 
would less if it could be supplemented by the 
creation of a large independent class of small owners 
of property, l^ether such a policy is possible I 
cannot say ; all I can say is that it has been achieved 
in Irish rural society, and it has not failed, for the 
simple reason that it has never yet been tried, in 
Enghsh industrial society. 
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